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Disclaimer

Pursuant to the City Charter, the Mayor proposes, and the City Council is
responsible for enacting, an annual budget.

The annual budget is developed during the six to nine month period preceding
the start of each fiscal year using economic and financial assumptions that
reflect the best information then available. Such assumptions are updated dur-
ing the budget process but actual economic and financial conditions may differ
materially from those assumed.

The annual budget is intended for use by the City Council and the citizens of
the City and is not intended as information to reach investors and the trading
markets. The City does file its official statements for bond offerings, audited
financial statements, comprehensive annual financial reports, annual financial
information, material event notices, and voluntary disclosures with the Munici-
pal Securities Rulemaking Board (MSRB) and posts such information on the
City’s investor information webpage. The annual budget will not be filed with
the MSRB or posted on such webpage and should not be relied upon by an
investor as projections of economic and financial conditions in determining
whether to buy, hold, or sell a security that is secured directly or indirectly by
City revenues.

- vii - City of San Diego
Fiscal Year 2015 Proposed Budget
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Mayor’'s Budget Message

The Proposed Budget includes the City’s planned capital bond program to assist in the long-
term financing of infrastructure projects. It increases the cash contribution from the General
Fund toward infrastructure improvements.

Public Safety

Every San Diegan deserves to feel safe in his or her neighborhood. That starts with allocating
more resources to police, fire and lifeguard services.

Retaining and recruiting police officers to grow and strengthen the shrinking San Diego Police
Department is an essential focus of the Fiscal Year 2015 Proposed Budget. This budget
increases funding to retain sworn officers and adds sworn and civilian positions. In fact, the
increase to sworn police positions exceeds the recommendations in the Police Department
Five-Year Plan for Fiscal Year 2015. Increases for additional police academy attendees, body
cameras, police retention initiatives and safety equipment are included in the proposed budget.

Safe communities require well staffed and equipped firefighters and emergency first
responders. This budget includes increased funding for two additional fire academies to
address expected retirements in Fiscal Year 2015. It incorporates staffing and operational
needs for a temporary fire station in Skyline and allocates monies to the Fast Response Program
as recommended in the Citygate report. These public safety investments will help improve
emergency response times.

San Diego’s beaches and bays are a significant attraction to residents and visitors each year.
City lifeguards are responsible for providing the highest quality safety services in the coastal
and aquatic environment. This budget proposes additional lifeguard positions and facility
improvements for the Boating and Safety Unit, which is consistent with top priorities from the
recent Lifeguard Division Five-Year Needs Assessment report,

Revitalizing Communities

Residents across San Diego deserve equal access to livable, walkable, and economically thriving
communities. Libraries, park and recreation facilities, after-school programs and effective
community planning are key to creating healthy and vibrant neighborhoods.

The Fiscal Year 2015 Proposed Budget includes funding increases to expand library hours,
support after-school programs at libraries, partner with the San Diego Workforce Partnership’s
“Connect2Careers” program serving local youth, and staffing and operational support for
several new recreation facilities expected to become fully operational during the fiscal year.

In addition to these services, this budget includes increases in staff to allow for more
community plan updates — the blueprints for community development and growth. By updating
community plans, the City can incentivize economic revitalization and create flourishing
neighborhoods with better transportation options and improved access to services.

This budget also reflects a commitment to providing homeless services — with a renewed focus
on permanent solutions to ending homelessness. In total, $1.9 million is proposed for programs

City of San Diego - X-
Fiscal Year 2015 Proposed Budget



Mayor’'s Budget Message

that connect the homeless with housing opportunities and rehabilitative services that
transform lives.

Open Government

Increasing transparency using technology is a priority in the Fiscal Year 2015 Proposed Budget.
The public should be able to use online resources to easily search and track City projects, public
contracts, budgets, capital assets and long-term planning and financial information. Increased
funding has been included to create an Open Data Officer position that will oversee the
implementation of an open data policy and engage with the public to create improved access to
City data and information. This budget also proposes to increase funding to support the
continued storage and retention of City emails.

One significant change to this proposed budget that increases transparency and assists fiscal
planning is the inclusion for the first time of an updated 5-year outlook that shows projected
revenues and expenditures over the next 5 years if this budget is adopted as proposed. This
section can be found in the final pages of the Executive Summary.

Sensible Financial Management

The City’s strong fiscal health is the result of strong financial management policies, well
established long-term financial planning and a willingness to address pension and retiree health
care costs head on. Credit rating analysts have cited the City’s conservative fiscal management,
pension and retiree health care reform, financial reporting practices, solid financial operations,
significant expenditure controls, and a commitment to general fund balance and reserves
preservation as key drivers to the City’s strong credit rating. A robust credit rating equates to a
lower cost of financing infrastructure and lower costs to residents. In February 2014, the City
Council unanimously approved an increase to the General Fund Reserve levels from 8% to 14%.
This commitment to fiscal stability and good fiscal management continues to support a healthy
financial future. The Fiscal Year 2015 Proposed Budget protects these enhanced General Fund
reserves while allowing for increases in the priority projects identified above.

As a result of the five-year labor agreements with the six recognized employee organizations,
the Fiscal Year 2015 Proposed Budget benefits from savings from a continued pensionable pay
freeze. These agreements bring certainty in the cost of labor, which is important for future
budgets and resource allocation. The proposed budget also includes efficiency savings and cost
reductions accrued from previous managed competitions.

Conclusion

The Fiscal Year 2015 Proposed Budget prioritizes services and programs that will help us create
“One San Diego” where all neighborhoods can thrive, more San Diegans have access to
economic opportunity, and City government is open and transparent. This budget proposal
increases funding for infrastructure improvements and public safety, continues to restore
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Vision Statement

We are a well-managed City government supporting a
thrivina and sustainable San Dieao - America’s Finest Citv

A fiscally-sound city government that provides effective
services to our residents and visitors
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City Profile

San Diego at a Glance

The City of San Diego is best
known for its ideal climate,
beautiful beaches, and array of
world-class family attractions.
The City is considered one of
the top five leisure vacation
destinations in the U.S. and a

top 10 business destination.? As
the eighth largest city in the
nation and the second largest
city in California, the City of San
Diego's total population is
approximately 1.3 million as of
January 20132 The City's
population has grown by approximately seven percent between 2000 and 2010 for an average

increase of 8,400 annually.®

The City covers 325 square miles and stretches nearly 40 miles from north to south. There are 93
miles of shoreline including bays, lagoons and the Pacific Ocean. The topography is generally
composed of mesas intersected by canyons with elevations ranging mostly from sea level to 600
feet. High points include Mt. Soledad in La Jolla and Cowles Mountain which is nearly 1,600 feet
high. Summer high temperatures average in the low 70s near the beach areas to mid to upper 80s in
the inland areas. Average annual rainfall is approximately 10 inches per year with more than 80% of

the region’s rainfall occurring between December and March.*

Center for Education & Research

San Diego is a center for education and research, with both public and private colleges and
universities. San Diego State University (SDSU), the University of San Diego (USD), and the
University of California at San Diego (UCSD) are three major universities in the City. UCSD is home
to the Scripps Institution of Oceanography, one of the largest and most important centers for ocean

and earth science research in the world.> The City is also served by many community colleges
offering academic courses and vocational training, with the vocational courses often customized to
meet the special needs of area employers. Within the San Diego Unified School District, there are

226 public schools.®

1 san Diego Region Regional Economic Development Corporation website March 8, 2014
2 Based on 2013 Department of Finance Population Estimates website

3 Based on 2010 Census Estimates

4 San Diego County Water Authority

5 Scripps Institution of Oceanography, UC San Diego website March 8, 2014

6 san Diego Unified School District website March 8, 2014
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Economic Diversity

San Diego public and private sector activity has created a business environment in the region that
fosters small businesses. In March 2014, Forbes Magazine ranked San Diego first on the list of best

places to launch a new business primarily due to community engagement and access to resources.

The City’s economic base, which in the past had a greater reliance on federal defense spending, has
undergone a transformation in recent years to become even more diversified. Built upon a strong
foundation in defense spending, the San Diego economy has benefited from the increase in
international trade, high-tech manufacturing and research, and a growing tourism industry. In
addition, other contributors to the San Diego economy are basic manufacturing, health services, and
local government.

International Trade

San Diego's emergence as a center for international trade is due in large part to the successful work
of the Port of San Diego and the collaboration with Mexico in transportation and economic initiatives.
The Port of San Diego offers world class maritime facilities built around one of the world's great
natural harbors. According to the U.S. Census Bureau, exports passing through the San Diego
Customs District in 2010 totaled approximately $16.2 billion, a 15.7 percent increase over the 2009
total exports of approximately $14 billion. In 2010, San Diego Custom District imports totaled $32.4
billion, a 6.6 percent increase over the 2009 total imports of approximately $30.4 billion. Imports and

exports totaled $48.6 billion within the San Diego Customs District in 2010.2

International trade activity has grown due to the City’s immediate proximity to Mexico, a major U.S.
trading partner. The commitment to creating new channels of cross border collaboration with Mexico
took shape in the formation of a San Diego Advisory council for “Tijuana Innovadora” expo. This
annual event, which debuted in 2010, brings together participants and speakers from around the

1 Forbes magazine website March 13, 2014
2 Based on 2010 Census Estimates
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world, who are considered to be innovators in their fields; such as Apple co-founder Steve Wozniak
and Twitter co-inventor Biz Stone. A third Tijuana Innovadora mega-expo is planned for October
2014 with the aim of showcasing the Tijuana-San Diego economic relationship.

San Diego Assaciation of Government (SANDAG), Caltrans and a number of local, state and federal
agencies are executing an aggressive plan to self-finance a new border crossing in the San Diego/
Baja California region. Annually, $54 billion worth of goods move across all borders in which wait
times can be in excess of two hours. The new port of entry connecting roadways in the United States
and Mexico east of the existing Otay Mesa/Mesa de Otay port of entry will reduce congestion and
give travelers a faster and more predictable option for crossing the border.

The San Diego-Tijuana Airport Cross-Border Facility (CBF) is a project led by a bi-national private
partnership which would enable only ticketed airline passengers who pay a toll to travel between
Mexico's Tijuana International Airport and a new, secure passenger facility in San Diego, California
via an enclosed, elevated pedestrian bridge. The project developer anticipates that the CBF Phase 1
program will open in 2015 and is expected to serve two million passengers annually, increasing to
4.9 million by 2030. The CBF project includes parking facilities, ground and potential bus services on
the U.S. side. The project will help alleviate congestion at existing San Ysidro and Otay Mesa land

ports of entry and improve economic activity in the region by reducing border crossing delays. 1

Upon his election in February
2014, Mayor Kevin Faulconer met
with his counterpart in Tijuana to
discuss new initiatives to expedite
truck crossings from the U.S. into
Mexico, reopen a rail line between
the two cities, and improve the
economic climate in each city.
Faulconer, joined by former mayor
and current San Diego Regional
Chamber of Commerce President
Jerry Sanders, met with the mayor
of Tijuana, the 15-member City
Council, and the Tijuana Economic Development Corporation.2 On August 30, 2014, the Mayor will
join with local elected officials to attend the ninth annual California-Mexico Trade Initiative in Mexico
City. Participants will meet with key Mexican federal officials, diverse business industry
representatives and organizations to discuss international commerce, foreign investment
opportunities and cultivate political and business relationships. Major policy areas to be discussed
include: trade facilitation, innovation, energy reform, global workforce training, tourism and border

infrastructure.3

1 san Diego Association of Government March 27, 2014
2 UT San Diego website March 12, 2014
3 san Diego Regional Chamber of Commerce website March 24, 2014

-3- City of San Diego
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Innovation

The San Diego region is known for having one of the largest concentrations of high-tech companies
in the United States that include companies focused on information and communication technology,
biotech/life sciences, clean-tech, and maritime technology. These industries account for more than
142,000 jobs in the San Diego region and include over 600 life science companies and more than 80
research institutes, which provide breakthrough technologies that fuel company growth and product
development. Major pharmaceutical companies including Pfizer, Johnson & Johnson, and Merck
maintain a presence in the region to foster collaboration with major research institutes, universities

and smaller biotech companies.! A new report issued by the U.S. Department of Energy's Bio-
energy Technologies Office (BETO) ranked programs at UCSD as the two best in the country for

algal biofuels research, including Scripps Institution of Oceanography as top in the nation.2

San Diego County's military and defense economy employs a workforce of 304,000, which include
uniformed military and civilian employees of the Department of Defense, as well as private defense
companies, and is the home port to more than 60 percent of the ships in the Pacific Fleet. San Diego
is a leader in U.S. defense and homeland security initiatives, with prominent companies such as the
Space and Naval Warfare System Center (SPAWAR), Lockheed Martin, Science Applications
International Corporation (SAIC), UTC Aerospace Systems, Northrop Grumman, General Dynamics
NASSCO (National Steel and Ship Building Company), L-3 Communications, and General Atomics
Aeronautical Systems located in San Diego.

Tourism

According to the San Diego Tourism
Authority, San Diego is considered one
of the top five Ileisure vacation
destinations in the U.S. and a top 10
business destination. In 2013, 33.1
million visitors came from all over the
world to experience San Diego's great
weather, miles of sandy beaches, and
special attractions spending a total of
$8.4 billion with 70 percent of
discretionary spending occurring at
businesses other than lodging. The
economic impact of the visitor industry
on the San Diego regional economy

was more than $18.7 billion in 2013.3

San Diego is home to the world-renowned San Diego Zoo, San Diego Zoo Safari Park, and Sea
World. In addition, San Diego offers other activities for visitors seeking cultural and recreational
experiences. Balboa Park, a 1,200-acre park with approximately 14 million people visiting the park
each year, offers more than 1,000 programs, exhibitions and events every year. Calendar Year 2015
marks the 100th anniversary of the 1915 Panama-California Exposition in Balboa Park. The City will
partner with the Balboa Park Conservancy and the Balboa Park Cultural Partnership to organize the
Centennial events and highlight the many cultural programs that are planned for 2015. The 2015
celebration will also include major upgrades to Balboa Park. San Diego Gas & Electric has

1 san Diego Regional Economic Development Corporation website March 8, 2014
2 University of California, San Diego website March 8, 2014
3 san Diego Tourism Authority website March 2014
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generously agreed to fund and install energy-efficient lighting and decorative lighting in the park's
historic core. The City will work with the Tourism Marketing District on a long-term strategic
marketing plan to establish Balboa Park as a tourist and cultural destination. Mayor Kevin Faulconer
summarized the centennial event, "The 2015 celebration is going to be about getting San Diegans to
fall in love with Balboa Park all over again and making park improvements that will last for

generations to come."!

The San Diego Convention Center
(Convention Center) located on San Diego
Bay and next to San Diego's historic Gaslamp
Quarter, drew an estimated 800,000
convention goers in calendar year 2014. The
Convention Center has generated over $22.9
billion in economic impact since opening in
1989 making it one of San Diego's most
important economic drivers for growth in
sales, lodging and tourism revenues. In fiscal
year 2013, the Convention Center hosted 148
events that generated $1.3 billion in regional

economic impact.? In 2014, the Convention
Center is forecasting to surpass $1.4 billion in
economic impact and $20.6 million in tax revenue. San Diego has also been home to Comic-Con
International for the past 40 years, an expo showcasing comic books, science fiction/fantasy, film/
television, and other pop culture elements. With an annual attendance of approximately 126,000,
Comic-Con is the leader in generating revenue for the Convention Center, and projected to have an

economic impact to the City of approximately $178 million in calendar year 2014.2 Other top major
conventions that generate revenue for the City are the American Urological Association, ESRI,
International Association of Chiefs of Police, and American Academy of Neurology. A planned
expansion of the Convention Center is targeted to be completed by Fiscal Year 2017. The proposed
expansion is anticipated to increase the projected number of annual conventions, create nearly
7,000 new permanent jobs, and generate an increased economic impact of nearly $700 million and

new tax revenues of $13.5 million annually.4

Major Events

Aside from the many permanent attractions available to visitors, San Diego has also been the host to
several major sporting events such as the Rock 'n' Roll San Diego Half Marathon, San Diego Crew
Classic, Holiday & Poinsettia Bowls. According to Golf Digest, San Diego is considered one of the
top 50 golf destinations in the world and is home to the annual Farmers Insurance Open (formerly
known as the Buick Invitational).5 In March 2014, Mayor Kevin Faulconer announced that the 2021
U.S. Open Championship will be returning to Torrey Pines. In 2008 San Diego hosted the U.S. Open
at Torrey Pines which resulted in the second highest attendance in U.S. Open history, generating a
direct economic impact estimated at $73.6 million which in turn created an indirect impact of $68.5

million to the County of San Diego.6

1 Mayoral news release March 28, 2014

2 san Diego Convention Center, Community/Public website March 8, 2014

3 san Diego Convention Center Corporation. San Diego Convention Center 2014 Forecast. March 8, 2014
4 san Diego Convention Center Expansion, FAQs. March 8, 2014

5 san Diego Tourism Authority. The San Diego Golfer's Guide 2012 website March 8, 2014
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The City also hosts major holiday celebrations including Big Bay Boom and Balboa Park December
Nights.

San Diego is also home to the MCAS Miramar Air Show, an air show featuring civilian and military
aircraft. PETCO Park in downtown on the San Diego bay is home to the San Diego Padres baseball
club and is one of the top ballparks in the country.

Transportation

Underlying all components of the San Diego economy is a transportation system of freeways and
surface streets that make it possible to travel from one end of the City to the other in less than 30
minutes. Passage in and out of the region is provided by four major freeways running north and
south, and four freeways running east and west. San Diego is served by the San Diego International
Airport at Lindbergh Field, a major commercial airport that serves about 17 million people each year

and brings approximately $10 billion in revenue to the region.1 About 17.7 million passengers went
through the gates of the airport in 2013, the highest number since 2008. The airport reported that
628 thousand people flew to and from international destinations, a 21.5 percent increase over the
previous year. The international passenger record was driven by nonstop service between San

Diego and Tokyo, London, Cabo San Lucas, Mexico City, Toronto, and Calgary.2

On August 13, 2013 the San Diego International Airport completed its Expansion of Terminal 2
project and opened the terminal for business. This was the largest project in the airport's history
estimated to cost $1 billion and is expected to meet the airport's current and future demand for travel.
The project added ten new gates, expanded customer seating, enhanced curbside check-in, created
a dual level roadway to relieve curb traffic congestion and added security lanes.

Also currently underway at the San Diego International Airport is the construction of a state-of-the-art
rental car center on the north side of the airfield. This joint venture will serve as a central location for
rental car customers, with one consolidated shuttle which will reduce traffic on Harbor Drive due to
the numerous separate shuttle services currently running. Estimated cost of the rental car center is
$316 million.

Besides its system of freeways and surface streets, the City, in cooperation with the San Diego
Metropolitan Transit Development Board (MTDB), has established a light-rail system that connects
San Diego's downtown with outlying communities in the eastern and southern portions of the county.
A 43-mile Coaster Commuter rail line from Oceanside to downtown San Diego links communities
along the coast from Oceanside to downtown San Diego and is operated by San Diego Northern
Railway on behalf of the North County Transit District.

The Coaster and Amtrak trains provide passenger rail service to the City along the coastal rail
corridor. Passenger and freight trains also share the predominately single-track corridor. The
Coaster provides commuter rail service between Oceanside and downtown San Diego with stations
in the City at Sorrento Valley, Old Town, and the Santa Fe Depot. Amtrak provides intercity
passenger rail service from downtown San Diego to Los Angeles, and north to San Luis Obispo,
which is the second most heavily traveled intercity passenger rail corridor in the nation.

The City has also established Amtrak and Coaster commuter trains linking communities and
travelers from Los Angeles and Orange Counties to Downtown San Diego and coastal North County
and, includes stops in Old Town, Sorrento Valley, Solana Beach, Encinitas, Carlsbad and

6 san Diego State University Center for Hospitality and Tourism Research. 2008 U.S. Open Economic Impact Analysis
1 san Diego Country Regional Airport Authority; Economic Impact website March 8, 2014
2 san Diego International Airport. News website March 8, 2014
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Oceanside. The Metropolitan Transit System's San Diego Trolley includes three lines serving many
popular areas and attractions, such as Downtown, the Convention Center, San Diego State

University, Old Town, and the Mexican Border.! A proposed project to extend Trolley service, the
Mid-Coast Corridor Transit Project, is anticipated to begin in 2015, with service starting in 2018. The
Trolley extension project and route, will extend Trolley service from Santa Fe Depot in Downtown
San Diego to the University City community, serving major activity centers such as Old Town, the

University of California, San Diego (UCSD), and Westfield University Towne Center.?

With the City’s high quality of life, business opportunities, educational opportunities, and diversified
economy, San Diego will continue in its role as a regional and national leader in the 21st century.

General Information and Operating Indicators

The following tables are meant to provide the reader with general statistics of the City of San Diego
and indicators of demand for services, or amounts of services provided, capital asset volume and
nature, and water and wastewater statistics.

General Information?

Area of City (square miles) 325
Population (California Department of Finance, as of January 1, 2013) 1,326,238
Median Age 34.2
Housing Units 519,211
2010 Median Household Income? $70,340
Ethnicity-Persons
Hispanic 33%
Non-Hispanic 67%
White 41%
Asian & Pacific Isl. 15%
Black 5%
American Indian <1%
Other 5%

1 SANDAG, January 2013, unless otherwise noted
2 Not adjusted for inflation (current 2012 dollars)

Park & Recreation?®

Acres of Park Land (excluding water acres) 35,462
Acres of Regional Parks (Balboa Park, Mission Bay, and Mission Regional Trails) 13,615
Acres of Major Open Space Parks (Black Mountain Park, Los Penasquitos Canyon Preserve, 9,881
Otay Valley Regional Park, San Pasqual, and Tri-Canyon Open Space Parks)

Number of Recreation Centers 56
Golf Courses 3
Swimming Pools 13
Tennis Courts 32
Seniors Centers 11

1 san Diego International Airport website March 2014
2 SANDAG website March 2014
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Park & Recreation?®
Skate Parks

1

1 Estimates through March 2014
City of San Diego, Park & Recreation Department

Number of Libraries 36
Library Books and Audio-Visual Materials 3,748,685
Government Documents 1,643,844
Items Checked-Out (Circulation) 6,956,000

1 Fiscal Year 2013
City of San Diego, Library Department

Public Safety!
Fire Equipment

Number of Fire Stations a7
Type | Engines a7
Truck Companies 12
Crash Rescue (Airport) 6
Type Il Engines 11
Water Tenders 3
Water Fire Hydrants 25,157
Lifeguard Equipment?

4-wheel Drive Vehicles 34
Surf Rescue Patrol Vessels

Fire Boats

Personal Watercraft for Rescue and Patrol 12
Multi-Purpose Emergency Rescue Vehicle (MERV) 1
All-terrain Vehicle 13

Police Equipment®

Police Vehicles 1,283
Motorcycles and Scooters 126
Dogs 36
Aircraft 4
Police Stations 10

1 Estimates through February 2014
2 City of San Diego, Fire Department
3 City of San Diego, Police Department

Public Utilities®

Miles of Water Mains 3,294

Number of Meters in Service 276,998

Total City Water Consumption, including South Bay Area (Millions of Gallons) Per Year 62,501

Number of Impounding Dams and Reservoirs 9
-8-
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Public Utilities®

Number of Water Treatment Plants 3
Miles of Municipal Sewer Mains 3,021
Millions of Gallons of Sewage Treated Per Day 160.5

1 Estimates through February 2014
City of San Diego, Public Utilities Department
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City Budget Process Overview

The City of San Diego's operating budget is created in conjunction with the Mayor, City Council, City
departments and public input. The budget process considers the fiscal and policy goals for the
upcoming fiscal year, while following a timeline for budget publication codified within the City of San
Diego’'s Charter. This section provides an overview of the annual workflow and the specific
processes that contribute to producing the City's budget for Fiscal Year 2015. The chart below
summarizes the process, and more detailed descriptions of key points are listed on the following

pages.

November - December 2013

December - January 2014

Financial Departments Executive Team
Management develop and reviews Fiscal Year
provides citywide submit Fiscal I 2015 budget
budget training. Year 2015 budget proposals.
proposals.

i

November 2013

goals are set.

Planning phase for |
next budget cycle.

—_— = d

Appropriation
Ordinance is adopted
by the City Council.

June 2014

Five-Year Financial Financial
Outlook is updated Management staff
and priorities and develops the citywide

May - June 2014

February 2014

¢

February - March 2014

Fiscal Year 2015
Proposed Budget.

'

March - April 2014

Fiscal Year 2015
Proposed Budget
numbers are finalized.
The Mayor releases
the Proposed Budget
to the public on
April 15. IBA reviews
Proposed Budget and
issues preliminary
report on April 28.

v

May 2014

Fiscal Year 2015
Adopted Budget is
established and
budget document

A July 2014
|
|
|
|
|
|
|
|
|
: preparation begins.

Mayor’'s May Revision
is released. IBA issues
budget
recommendations
report.

City Council Members
hold budget hearings
to gather input from
residents.
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City Budget Process Overview

The Budget Process consists of three main phases: Budget Development, Budget Review, and
Budget Adoption.

Budget Development

November 2013: The Five-Year Financial Outlook for Fiscal Years 2015 through

Fiscal Planning 2019 was released on November 14, 2013 and served as the
framework for the development of the Fiscal Year 2015
Proposed Budget by incorporating a variety of economic
assumptions and newly mandated expenditure requirements
into the budget document.

November - December 2013: Budget development training on the budgeting system and the
Citywide Budget Development current budget process was provided to all City departments. At
Training these trainings, guidance and expectations were provided to

department representatives for developing budget requests
within the goals and priorities established for the Fiscal Year
2015 Proposed Budget.

December 2013 - January 2014: Departments developed and submitted their proposed budget

Budget Submission requests for the coming fiscal year. Financial Management staff
analyzed budget submissions and prepared a summary of
changes and adjustment recommendations for discussion at
the Executive Budget Reviews (EBRS).

February 2014: The EBRs took place throughout the month of February. In

Budget Meetings these meetings, department directors and their support staff
met with the Chief Operating Officer, Assistant Chief Operating
Officer, Chief Financial Officer, Deputy Chief Operating
Officers, and the Interim Financial Management Director to
discuss strategic priorities. City Management reviewed the
departments' budget proposals and ensured that requests were
aligned with the City's fiscal policies.

February - March 2014: Based on information provided by management, Financial

Budget Development Management staff began the development of the Proposed
Budget. During the development of the budget, General Fund
revenues were balanced with expenditures and adjustments
were made to keep the budget in line with the City's fiscal
policies and priorities.

City of San Diego -14-
Fiscal Year 2015 Proposed Budget



March - April 2014:
Proposed Budget Finalized

Budget Review

May 2014:
City Council Budget Hearings

May - June 2014:
Mayor’s/IBA Recommended
Revision Reports

Budget Adoption

May - June 2014:
Adopted Budget

June - July 2014:
Adopted Budget Finalized

City Budget Process Overview

In March, General Fund expenditures and revenues were
balanced, any remaining changes to the non-general funds
were made, and the Fiscal Year 2015 Proposed Budget
numbers were finalized. The budget document (document was
recorded onto CD) was then created during the month of March
and the beginning of April. The Mayor released the Fiscal Year
2015 Proposed Budget to the public on April 15, 2014 in
compliance with the City of San Diego Charter [Article XV,
Section 265, Item (b) (15)]. The Mayor presented the Proposed
Budget to the City Council on April 15, 2014. The Office of the
Independent Budget Analyst (IBA) will review the Fiscal Year
2015 Proposed Budget and is anticipated to issue a preliminary
report on April 28, 2014.

During the month of May, the City Council is scheduled to hold
a series of public budget hearings to obtain input from San
Diego residents on spending priorities. Council members will
use the information received at these hearings to develop the
districts’ priorities and to recommend changes to the Fiscal
Year 2015 Proposed Budget.

On May 20, 2014, the Mayor's May Revision to the Fiscal Year
2015 Proposed Budget is scheduled to be released. In this
report, the Mayor will recommend changes to the budget based
on up-to-date policy-related issues and revised Fiscal Year
2014 year-end expenditures and revenue projections. In June
2014, the IBA is anticipated to issue a report of budget
recommendations to the City Council based on the Fiscal Year
2015 Proposed Budget and the Mayor’'s May Revision Report.

On May 5, 2014, the City Council is scheduled to hold the first
public hearing on the Fiscal Year 2015 Proposed Budget. The
final modifications to the budget will be presented to the City
Council during the second public hearing on June 9, 2014.The
Mayor’s veto period will begin on June 11, 2014 and end on
June 17, 2014.

At the end of June, the final changes to the Fiscal Year 2015
budget will be implemented. Once these changes are made,
preparation of the Fiscal Year 2015 Adopted Budget will be
completed. The Change Letter will be created to summarize the
May Revision and Council Action changes to the Fiscal Year
2015 Proposed Budget by fund and department.

-15- City of San Diego
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July 2014:
Appropriation Ordinance

City of San Diego
Fiscal Year 2015 Proposed Budget

On July 16, 2014, the Fiscal Year 2015 Appropriation
Ordinance is scheduled to be presented to the Budget &
Government Efficiency Committee. On July 21, 2014, the
Appropriation Ordinance will be presented and is anticipated to
be adopted by the City Council, codifying the Fiscal Year 2015
Adopted Budget into law.

-16-
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Executive Summary

Introduction

In November of 2013, the prior administration
released an update to the Mayor's Fiscal Year 2015-
2019 Five-Year Financial Outlook (Outlook), which
projected a General Fund baseline deficit of $19.1
million in Fiscal Year 2015. This deficit has been
addressed and in addition modest service
enhancements are included in the Fiscal Year 2015
Proposed Budget through the fiscal measures
described in this section.

The Fiscal Year 2015 Proposed Budget addresses
top priorities affecting our communities by committing
resources towards infrastructure, public safety
needs, neighborhood improvements and services,
and enhanced transparency through open data
initiatives.

Infrastructure

Investment in the City's infrastructure is a top priority. This budget continues to address the deferred
capital backlog through the funding of $4.2 million in debt service payments related to a third bond
issuance approved by the City Council in Fiscal Year 2014 to fund $120.0 million in capital
improvement projects. In addition, the budget includes $11.2 million ($2.1 million in the General
Fund) to conduct various condition/needs assessments of City infrastructure, $2.1 million for landfill/
storm water improvements and $500,000 ($450,000 in the General Fund) for facility upgrades at
South Chollas, $4.3 million for storm water infrastructure, $1.4 million for sidewalk and street light
improvements, $2.9 million in transfers to drainage projects, $2.1 million ($526,485 in the General
Fund) to support the SAP Enterprise Asset Management Project, and $300,000 for parking lot and
road repairs at Park & Recreation facilities. The Fiscal Year 2015 Proposed Budget also provides
funding of $705,756 for facilities maintenance support, $388,989 to support streets slurry and
overlay projects, and the net addition of 14.00 full-time equivalent (FTE) positions with offsetting non-
personnel expenditures for the implementation of an efficiency plan for providing streets and
sidewalk maintenance as an alternative to the Streets and Sidewalks Maintenance Managed
Competition proposal.

Public Safety

The Fiscal Year 2015 Proposed Budget also addresses public safety needs with the addition of 45
Police sworn positions which includes nine positions for the May 2014 Police academy and 36
positions to increase the four planned academies in Fiscal Year 2015 from 34 to 43 recruits. In
addition, 17.00 FTE Police civilian positions were added to support the Police Department
operations, 1.00 Assistant Police Chief, $3.2 million for the continued funding of the Police retention
program, and $1.0 million for Police body worn cameras. For the Fire-Rescue Department, funding
of $1.1 million for two additional Fire academies, $951,489 for the Skyline temporary fire station,
$599,000 for the Fast Response Program, the addition of 4.00 Lifeguard Ills for the Boating Safety
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Unit, and $500,000 for lifeguard facility improvements for the Boating Safety Unit are included in this
budget.

Neighborhoods

Revitalizing the City's neighborhoods and providing neighborhood services are also top priorities.
This budget includes $2.2 million for the projected increase in general benefit contributions to
Maintenance Assessment Districts (MADs) as a result of the reengineering of the MADs, $2.0 million
for storm water permit compliance, $1.5 million to expand hours at all San Diego public libraries,
$501,434 for Library after-school programs, $710,668 for California Environmental Quality Act
(CEQA) and urban design support, additional funding of $204,899 to continue Community Plan
Updates, $101,542 to enforce the Property Value Protection Ordinance, $793,722 for new Park &
Recreation facilities scheduled to open in Fiscal Year 2015, $139,653 to re-open the Kumeyaay
Campground for overnight weekend camping, $500,000 for brush management, $359,320 to support
building and housing and land development code enforcement, $297,852 for Penny for the Arts, and
$200,000 for the CONNECT2Careers youth summer employment program.

Open Government / Transparency

Enhanced transparency through open data initiatives is also addressed in this budget. The Fiscal
Year 2015 Proposed Budget includes the addition of 1.00 Open Data Officer to implement an Open
Data Policy and enhance transparency of government operations through increased public access to
City data and information. In addition, funding of $500,000 ($255,000 in the General Fund) is
included to establish an email retention policy to store the City’s electronic emails.

Other Significant Adjustments

This budget also includes the addition of $1.2 million for the implementation of the Improvement to
Government Operations Plan approved by the City Council in October 2013, the addition of 7.00 FTE
positions to support the Prevailing Wage Ordinance, and $3.0 million for vacation pay in lieu
expenditures. In addition, the Fiscal Year 2015 Proposed Budget includes the reductions of
$549,331 resulting from the elimination of vacant positions which do not affect service levels,
$701,397 for the Civic and Urban Initiatives program, and $500,000 for library materials to allow for
expanded library hours and new after-school programs.

City Budget Overview

The City of San Diego's Fiscal Year 2015 Proposed Budget of $2.97 billion is comprised of six
operating fund type categories (General Fund, Special Revenue Funds, Debt Service and Tax
Funds, Capital Project Funds, Enterprise Funds, and Internal Service Funds) and the Capital
Improvements Program (CIP). Table 1 shows the change in expenditures for operations from Fiscal
Year 2013 to Fiscal Year 2015 by fund type and for the CIP. The reduction in the General Fund and
increase in the Special Revenue and Internal Service Funds in the Fiscal Year 2015 Proposed
Budget is primarily attributed to the restructure of the Public Works - Engineering & Capital Projects
Department from the General Fund to an internal service fund and the restructure of the Parking
Meter Operations program from the General Fund to a special revenue fund. Separating Public
Works - Engineering & Capital Projects from the General Fund will increase transparency through
clear tracking of all the work performed by the department (both CIP and other). It will also add
flexibility for the department to modify staffing levels in response to the size of the CIP.

City of San Diego -20-
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Table 1: Total City Expenditure Changes Fiscal Years 2013 - 2015 by Fund Type/Program

FY 2015 FY 2014 -

FY 2013 FY 2014 Proposed FY 2015 Percent
Fund Type Actual Adopted Budget Budget Change Change
General Fund? $ 1,168,761,081|$ 1,225,491,199($ 1,179,048,088|$%  (46,443,111) (3.8)%
Special Revenue Funds 320,874,294 369,922,311 380,306,624 10,384,313 2.8%
Debt Service and Tax Funds? 3,047,993 2,630,000 - (2,630,000)| (100.0)%
Capital Project Funds 10,670,761 13,435,611 12,527,089 (908,522) (6.8)%
Enterprise Funds 832,493,812 901,262,377 934,569,247 33,306,870 3.7%
Internal Service Funds 92,649,671 103,068,181 165,077,498 62,009,317 60.2%
Capital Improvements Program 355,914,442 179,440,324 297,652,880 118,212,556 65.9%
Total $ 2,784,412,055|$ 2,795,250,003($ 2,969,181,426($% 173,931,423 6.2%

1 The Fiscal Year 2015 Proposed General Fund expenditures budget includes $1.8 million for Community Projects, Programs, and
Services appropriations which is offset in the General Fund revenue budget by fund balance.

2The City does not plan to issue Tax and Revenue Anticipation Notes in Fiscal Year 2015; therefore funding is not included in this budget.

Figure 1 displays the Fiscal Year 2015 Proposed Expenditure Budget by fund type or program.
Figure 1: Fiscal Year 2015 Proposed Expenditure Budget by Fund Type

Capital Improvements
Program
10.0%

Internal Service Funds
5.6%

General Fund
39.7%

Enterprise Funds
31.5%

Special Revenue Funds

0,
Capital Project Funds 12.8%

0.4%

Debt Service and Tax
Funds
0.0%

Note: Numbers may not add to 100% due to rounding.
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Table 2 presents the changes in revenues from Fiscal Year 2013 to Fiscal Year 2015 by fund type.

Table 2: Total City Revenue Changes Fiscal Years 2013 - 2015 by Fund Type

FY 2015 FY 2014 -

FY 2013 FY 2014 Proposed FY 2015 Percent
Fund Type Actual Adopted Budget Budget Change Change
General Fund? $ 1,181,711,776|$ 1,203,048,350($ 1,177,237,223|$  (25,811,127) 2.1)%
Special Revenue Funds 312,217,365 348,845,047 362,661,779 13,816,732 4.0%
Debt Service and Tax Funds? 2,532,860 2,630,000 - (2,630,000)| (100.0)%
Capital Project Funds 33,539,417 29,179,187 30,010,000 830,813 2.8%
Enterprise Funds 968,625,080 952,558,503 1,001,326,971 48,768,468 5.1%
Internal Service Funds 105,228,949 107,342,941 171,010,725 63,667,784 59.3%
Total $ 2,603,855,447|$ 2,643,604,028($ 2,742,246,698 (% 98,642,670 3.7%

IThe Fiscal Year 2015 Proposed General Fund expenditures budget includes $1.8 million for Community Projects, Programs, and
Services appropriations which is offset in the General Fund revenue budget by fund balance.

2The City does not plan to issue Tax and Revenue Anticipation Notes in Fiscal Year 2015; therefore funding is not included in this budget.
3 Non-General Fund operating revenues are less than operating expenditures due to the use of fund balance.

Expenditure Overview

General Fund

Departments within the General Fund provide core community services, such as public safety
(including police and fire protection), parks and recreation, library services, and refuse collection, as
well as vital support functions such as finance, legal, and human resources. These core services are
primarily supported by major revenue sources that include property tax, sales tax, transient
occupancy tax, and franchise fees. The City's Fiscal Year 2015 Proposed Budget reflects General
Fund expenditures totaling $1.18 billion, representing a net decrease of $46.4 million or 3.8 percent
from the Fiscal Year 2014 Adopted Budget. The Fiscal Year 2015 Proposed General Fund Budget
includes 6,947.31 budgeted FTE positions, a net decrease of 320.19 FTE positions from the Fiscal
Year 2014 Adopted General Fund Budget, primarily due to the restructure of the Public Works -
Engineering & Capital Projects Department from the General Fund to an internal service fund and
the restructure of the Parking Meter Operations program from the General Fund to a special revenue
fund. More detail on the total net decrease in the General Fund is described in subsequent sections.

Figure 2 summarizes the Fiscal Year 2015 Proposed General Fund budgeted expenses by
department. Only those departments with a total General Fund expenditure budget of over $10.0
million are displayed. All other General Fund departments are combined in the "Other" category. For
a complete review of the expenditures by department in the General Fund, refer to the Financial
Summary and Schedules section of this Volume.
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Figure 2: Fiscal Year 2015 Proposed General Fund Expenditures by Department (in Millions)
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o
Note: The Other category includes: City Auditor, City Clerk, City Council, City Planning, Communications, Debt Management, Analytics and Performance

Management, Department of Information Technology, Development Services, Ethics Commission, Financial Management, Human Resources, Internal Opera-
tions, Infrastructure/Public Works, Neighborhood Services, Office of Homeland Security, Office of the Assistant COO, Office of the Chief Financial Officer,
Office of the Chief Operating Officer, Office of the IBA, Office of the Mayor, Personnel, Public Utilities, Public Works - Contracting, Purchasing & Contracting,
and Real Estate Assets.

Debt Service and Tax Funds

The Debt Service and Tax Funds includes
funding to pay for note interest and costs of
issuance for the annual General Fund Tax and
Revenue Anticipation Notes (TRANSs) cash flow
borrowing. At the time of this publication, the
City does not plan to issue TRANs in Fiscal
Year 2015. Therefore, funding for the issuance
is not included in this budget.

Debt service for all other City related financings,
including General Fund lease revenue bonds
and water and wastewater revenue bonds, are
budgeted within the departments' operating
budgets.

Capital Project Funds

Capital Project Funds are primarily used for the acquisition or construction of major capital
facilities. These funds typically make up a small portion of the Capital Improvements Program (CIP),
since the CIP can be supported by all fund types. This fiscal year's budget is comprised of the
Capital Outlay Fund and TransNet Funds. The Fiscal Year 2015 Proposed Budget for Capital Project
Funds is $12.5 million, which is a decrease of $908,522 or 6.8 percent from the Fiscal Year 2014
Adopted Budget. This decrease is primarily due to a reduction of $1.3 million in expenditures in the
Capital Outlay Fund due to the use of fund balance for deferred capital debt service payments.

Special Revenue Funds

Special Revenue Funds account for revenues that are received for specifically identified purposes.
The larger funds include Transient Occupancy Tax (TOT) and Gas Tax. The Fiscal Year 2015
Proposed Operating Budget for Special Revenue Funds is $380.3 million, representing a net
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increase of $10.4 million or 2.8 percent from the Fiscal Year 2014 Adopted Budget. This net increase
is primarily due to the addition of $5.9 million in expenditures related to the restructure of the Parking
Meter Operations program from the General Fund to a special revenue fund, and the addition of $4.6
million in transfers to the Convention Center for debt service payments previously paid by the Port of
San Diego.

Enterprise Funds

Enterprise Funds account for specific services that are funded directly through user fees. These
funds include Water, Sewer, Development Services, Refuse Disposal, Recycling, Golf Course, and
Airports. Typically, these funds are intended to be fully self-supporting and are not subsidized by the
General Fund. The Fiscal Year 2015 Proposed Operating Budget for all Enterprise Funds is $934.6
million, representing a net increase of $33.3 million or 3.7 percent from the Fiscal Year 2014
Adopted Budget. This net increase is primarily due to the following adjustments in the Public Utilities
Department: (1) an increase of $17.3 million for water purchases as a result of increased water rates;
(2) an increase of $9.1 million for facility condition assessments of Water and Sewer facilities; and
(3) an increase of $8.0 million in repair and maintenance contracts for Sewer facilities.

Internal Services Funds

The Fiscal Year 2015 Proposed Budget for Internal Service Funds totals $165.1 million, which is an
increase of $62.0 million or 60.2 percent from the Fiscal Year 2014 Adopted Budget. This increase is
primarily due to an increase of $61.9 million in expenditures related to the restructure of the Public
Works - Engineering & Capital Projects Department from the General Fund to an internal service
fund.

Capital Improvements Program

The Capital Improvements Program (CIP) budget allocates available revenue to rehabilitate, restore,
improve, enhance, and increase the City's capital facilities. This fiscal year's budget is comprised of
various funding sources, such as sewer and water rate fees, a one half-cent local sales tax for
transportation improvements (TransNet Extension), development impact fees, Mission Bay lease
revenue, and other City enterprise funds. The Fiscal Year 2015 Proposed CIP Budget totals $297.7
million. This is an increase of $118.2 million, or 65.9 percent, from the Fiscal Year 2014 Adopted CIP
Budget of $179.4 million, primarily due to an increase in water and sewer funded projects.

The CIP budget identifies funding that is uncertain to be received in Fiscal Year 2015. This amount is
reflected as Anticipated in the CIP project pages. For Fiscal Year 2015, a total of $290.9 million in
anticipated funding for CIP projects is included but is not being approved through the Fiscal Year
2015 Proposed Budget. Anticipated funding includes a variety of funding such as donations, grants,
developer funding, and Facilities Benefit Assessments, as well as the deferred capital bond
proceeds. It should be noted that the $120.0 million in bond proceeds approved by the City Council
in Fiscal Year 2014 is included in the anticipated funding. Based on projected spending trends, the
bond issuance will occur in two series. The first series is delayed due to litigation and will generate
$66.4 million in bond proceeds. The second series is expected to be issued in Fiscal Year 2015, and
is anticipated to generate the remaining $53.6 million in bond proceeds.

Summary of Major General Fund Budget Changes

This section shows the major contributors to the $25.8 million or 2.1 percent decrease in revenues
and the $46.4 million or 3.8 percent decrease in expenditures in the General Fund in the Fiscal Year
2015 Proposed Budget. The Fiscal Year 2015 Proposed General Fund expenditures budget does
not match the General Fund revenue budget due to the use of fund balance for the Community
Projects, Programs, and Services appropriations which are budgeted in each Council District.
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General Fund Revenues

The General Fund's four largest revenue sources - property tax, sales tax, Transient Occupancy Tax
(TOT), and franchise fees - account for approximately $856.9 million or 72.7 percent of the total
General Fund revenues. In total, these four major revenues have increased $44.6 million in the
Fiscal Year 2015 Proposed Budget from the Fiscal Year 2014 Adopted Budget, while all other
General Fund revenues have decreased $70.4 million primarily as a result of the restructure of
departments out of the General Fund.

The nationwide recession dramatically impacted State and local revenues due to the unprecedented
pace and scope of declines in economic drivers such as employment, housing, and consumer
confidence. While economic conditions are anticipated to remain more challenging than before the
recession, local economic indicators have continued to modestly improve throughout Fiscal Year
2014, as according to Moody’s Investor Services, the worst is believed to have passed for most local
governments, including the City of San Diego. Although the local economy continues to improve, the
rate of improvement in several local indicators has begun to slow as the City enters an era that
Moody'’s has titled as the ‘new stable’. The ‘new stable’ is projected to be a 12 to 18 month period in
which revenue growth is positive but constrained. This overall expectation and projection for the
City's revenues is consistent with information received from the City's sales tax consultant, the
County Tax Collector and Appraiser, the San Diego Tourism Authority, and the UCLA Anderson
Forecast.

For Fiscal Year 2015, property tax is budgeted at $436.7 million, an increase of $28.7 million or 7.0
percent from the Fiscal Year 2014 Adopted Budget. The Fiscal Year 2015 Proposed Budget for
property tax revenue is based upon the improvement in the local real estate market experienced
during calendar year 2013. Based on this improvement in the local real estate market, the Fiscal
Year 2015 Proposed property tax budget assumes that the City will experience 3.5 percent growth in
the assessed valuation. This projected increase in property tax is accompanied by forecasted
increases in sales tax, transient occupancy tax, and franchise fees. Sales tax is budgeted at $257.1
million, which represents an increase of $9.0 million or 3.6 percent from the Fiscal Year 2014
Adopted Budget. This projected growth is due to continued increases in sales tax receipts
experienced through the first half of Fiscal Year 2014 and these increases are anticipated to
continue into Fiscal Year 2015. Transient Occupancy Tax (TOT) is budgeted at $91.1 million, an
increase of $3.3 million or 3.7 percent from the Fiscal Year 2014 Adopted Budget due to increases in
local tourism and business travel. Franchise Fees are budgeted at $72.0 million, an increase of $3.6
million or 5.3 percent from the Fiscal Year 2014 Adopted Budget primarily due to projected increases
in San Diego Gas & Electric (SDG&E) franchise fee payments to the City which are partially offset by
projected decreases in cable franchise fee payments.

Offsetting the projected increases in the General Fund major revenues, the Fiscal Year 2015
Proposed Budget for all other General Fund revenues has decreased $70.4 million from the Fiscal
Year 2014 Adopted Budget. As reflected below in Table 3: General Fund Revenue Adjustment Over
Fiscal Year 2014 Adopted Budget, the increases in the General Fund's four largest revenue sources
are offset by decreases within the charges for current services, licenses and permits, and other
revenue categories. In the Fiscal Year 2015 Proposed Budget, charges for current services are
budgeted at $118.8 million, a decrease of $58.0 million or 32.8 percent from the Fiscal Year 2014
Adopted Budget. The decrease in charges for current services is primarily due to the restructure of
the Public Works - Engineering & Capital Projects Department out of the General Fund to an internal
service fund. Licenses and permits are budgeted at $24.5 million, a decrease of $7.3 million or 22.9
percent from the Fiscal Year 2014 Adopted Budget. This decrease is primarily due to the restructure
of the Parking Meter Operations program out of the General Fund into a special revenue fund.
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Interest earnings are budgeted at $1.4 million, an increase of $0.6 million or 64.6 percent from the
Fiscal Year 2014 Adopted Budget based on the assumption that interest rates will begin to slowly
increase during Fiscal Year 2015. General Fund revenues will be closely monitored throughout
Fiscal Year 2015 and, if necessary, the budget will be modified.

Table 3 displays the major changes in General Fund revenues from the Fiscal Year 2014 Adopted
Budget to the Fiscal Year 2015 Proposed Budget.

Table 3: General Fund Revenue Adjustment Over Fiscal Year 2014 Adopted Budget

Major Revenue Categories (in millions)
Property Tax $ 28.7
Sales Tax 9.0
Transient Occupancy Tax 3.3
Franchise Fees 3.6
Property Transfer Tax 2.1
Charges for Current Services (58.0)
Licenses & Permits (7.3)
Interest Earnings 0.6
Other Revenue Adjustments (7.8)

TOTAL REVENUE Adjustments! $ (25.8)

1 Refer to General Fund Revenue section of this document for more detailed information regarding General Fund revenue changes.

General Fund Expenditures

The Fiscal Year 2015 Proposed General Fund budgeted expenditures reflects a net decrease of
$46.4 million or 3.8 percent. The net decrease of $46.4 million in the Fiscal Year 2015 Proposed
General Fund Expenditures Budget is primarily due to the following: a reduction of $61.9 million
related to the restructure of the Public Works - Engineering & Capital Projects Department from the
General Fund to an internal service fund; $8.8 million reduction in the Actuarially Determined Contri-
bution (ADC) to the City's Retirement System (excluding restructured departments); $16.7 million for
the removal of one-time adjustments added in the Fiscal Year 2014 Adopted Budget; and the reduc-
tion of $6.7 million in the Workers' Compensation Fund Reserve contribution due to the reserve
requirement being met in Fiscal Year 2014.

These decreases are partially offset by the following additions: $7.3 million in the General Fund for
non-pensionable compensation increases in Fiscal Year 2015; $4.3 million for Storm Water infra-
structure; $4.2 million for debt service payments related to the first tranche of proceeds from the
$120.0 million CIP bond issuance; $3.2 million for the continued funding for the Police retention pro-
gram; $3.0 million for pay-in-lieu expenditures; $2.9 million for the addition of 45 Police sworn per-
sonnel, $2.9 million in transfers to Storm Water CIP drainage projects, $2.0 million in transfers to the
Engineering & Capital Projects Fund for General Fund work that is not capitalizable; $2.0 million for
Storm Water permit compliance; $1.5 million for the expansion of Library hours at all San Diego Pub-
lic Libraries; $1.4 million for the addition of 17.00 FTE Police civilian positions; $1.4 million for side-
walk and street light improvements; $1.2 million for the implementation of the Improvement to
Government Operations Plan; $1.1 million for two additional Fire Academies; $1.0 million for Police
body worn cameras; $1.0 million in expenditures for the Skyline Temporary Fire Station; $1.0 million
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for the facilities condition/needs assessment; $0.8 million for new Park & Recreation facilities sched-
uled to open in Fiscal Year 2015, $0.8 million for additional positions to support the Prevailing Wage
Ordinance; and $0.7 million for facilities maintenance support. Table 4 displays the major changes to
General Fund expenditures from the Fiscal Year 2014 Adopted Budget to the Fiscal Year 2015 Pro-

posed Budget.

Table 4. General Fund Expenditure Adjustment Over Fiscal Year 2014 Adopted Budget

Major Expenditure Adjustments (in millions)
Infrastructure

Storm Water Infrastructure $ 4.3
Deferred Capital Bond Debt Service 4.2
Transfer to Drainag